By OBIE G. WHICHARD

US. Direct Investment Abroad in 1979 ‘

M.-’!LJUR developments related to US. o Reinvested earnings of incorporated U.S. Direct Investment
direct investment abroad in 1979 were: affilintes increased 61 percent, to Position

$18.4 billion, as both earnings and, At yearend 1979, the U.S. direct

v 48 U'E'. direct investment position to a lesser extent, the fraction of jpyestment position abroad was $192.6 -
abroad increased 15 percent, to earnings reinvested increased. billion (table 1 and chart 2). The posi- ll
$192.6 billion, following a 12-percent Hiot 45 the nit Beek valve of T8,
inecrease in 1978. The position in- direct investors’ equity in, and out- - {

crensed 23 percent in petroleum and 4 Direct investment income incrensed standing loans to, their foreign affiliates, _
13 percent in both manufacturing 50 percent, to $37.8 billion. Petro- (A foreign affiliate is a foreign business

and “other’ industries, leum affilintes acecounted for almost enterprise in which a single U.S. direct «
: . 60 percent of the increase, investor owns at least 10 percent of the
# Equity and intercompany account voting securities, or the equivalent.)
outflows increased 21 percent, to By industry, 22 percent of the posi- - -
$5.0 billion. Contributing to the i tion was in petroleum, 43 percent in .
increase were large outflows to Middle *® Fees and rﬂ:‘f’“!tmt"rlm’rﬁnsaﬂ 6 PEr  manufacturing, and 35 percent in {
East petroleum offilintes, which  ¢ent, to 85 billion. The increase was «oghor industries (table 2). Within
shortened credit terms on crude oil primarily in royalties, license fees, manufacturing, over one-half of the |
purchases at the request of host and other fees for the sale or use of position was in machinery and chemi-
rovernments, intangible property. cals. Within “other’’ industries, a little -~
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U.S. Direct Investment Abroad, 1979
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pver TO percent of the position was in
finance mod insuranes snd in trude.

By ares, 72 percent of the position
whe in developed countries, 25 percent
in developing countries, ond 4 percent
in “international aod voslleonted.”
Within the developed tountries, almost
#0 percent of the position was In
Europe, where investments wars largest
in the United Eingdom and Germsay.
Within the developing countries, over
three-fourths of the position was in
Latin Amerita, whers investments wore
largest in Bermuda nnd Brazil. Meat
of the position in Bermude wis in
finance nifiliates.

Investment m incorporated offiliates
aceounted for 87 percent of the position;
most of this mvestment wos aquity
{copital stock ond ratiined enrninga),
rather than debt (intercompiny ne-
counts) (abla 3). Invesiment i uvi-
mcotpornted affilintes accountad for the
remninder of the position; this
invastmant is shown ns 3 singls sum-
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mary sceount representing U8, direct
mvestors’ <clpimes on these ofElintes’
nol assebs,

1%70 Addition

The wnddition to the position was
$24.8 hillion, or 15 percent, in 1979,
compuared with $18 billion, or 12 per-
cent, in 1978, The addition eonsistad of
equity and intercompony secount oui-
flows of $5.0 billion, reinvested sarnings
of incorporoted nffiliates of $184
billions and viluation odjustments
of $0.5 hillion.

Tha most =ignificont change in the
composition of the addition was hy
industry. The share nccountad for by
petraleum inerensed from 13 percent
t¢ 31 percent, and tha shares aceounted
for by manufacturing and ‘“ather
industries deelined—from 45 to 38
percent oand from 42 €0 31 percant,
respectively. By area, by type of
offiliate, and by account, the composi-
tion chonged less significantly. The
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addition continued t¢ be sccounted for
laxgely by developed countries {70
percent), by incorporaied sifilintes {86
percent), and by reinvested eormings
{74 percent).

Egquity and Intercompany acceonnt
outflows

Equity and intercompany oecount
outflows were $5.9 billien, up $1 billion
{tabla 4). Outflows to incorporntaed
nffilintes ware $2.5 hillion, of whick
¥1.4 billion wess for capital steck
nnd $1.2 bilion for intercompany
nocount transtetions.

Of the $1 billion inerensa in autflaws,
$0.7 billion wes to unineorporated
affiYiates and $0.3 billion to incorporated
affilintes. The increige in outflows to
ineorpornted aoffilintes wis more thon
acesuntad for by outflows for eapital
gtock; outflows for intercompany nac-
count transactions declined. Outflows
for copital stock increased largely
becouse anles by U.5. direst investors of

SURVEY OF CUREENT RUBINESS

aquity interests in affiliates declimed
from an unusually high 1978 level.

By indusiry erd area—Equity nnd
intercompony account outflows to
petroleum sffilintes incressed sharply,
while those to offilintes in both monu-
facturing ond  “other” industries
declined,

In petrelevm, outflows incransed $2.3
billion, to $2.7 billien. Outfows to
developed countries increased 50.5
billion; those to developing countries,
#1.5 billion; and thosa to ‘“interna-
tional snd unsllocated,” $0.3 billion.
The increase in developed countries
reflects & shift from inflows from, to
small outflows to, Conada. The shift
occurred because, in 1978, two large
incorparated affiliates were sold, result-
ing in large inflows; in 1979, sslective
disinvestments in Cenedien affiliates
continued, but were structuted so that
most of the proceeds were recarded as
income, rather than as equity and
intercompany account inflows. (Sea

Aungunat 105

seotion on mcoma below.} The net out-
flowz to Conada in 1978 were the first
recorded since 1073,

Outflows to petroleum affilintes in
Eurepe declined. The decline wos more
thon accounted for by a large shift to
inflows from the United Kingdom,
which ocourred deapite continued in-
creases in cnpital spending, primarily
in the North Sen, by U.E. affiliates.?
Incorporated affiiates accounted for
over two-thivds of the shift; because
of sharply increased earnings, these
affilistes avidently were able to sub-
stituta rainvested enmings for equity
and intercompany account cuiflows
s 4 soures of financing {or their capital
expenditures.

There were shifts to net outflows to
European countries other than the
Unite] Kingdom ond to “other” de-

L “Onpltal Ezpamdiiorss by Majpriy-Owmed Foragn
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veloped ecountries, Both shiftz ware
partly wttributoble to increages in T3,
arents’ acoounés receivabls from o#ili-
ates for oil the affilistes had purchased
from the parents, (The parents, in turn,
hid purchased it from erudesoil-produe-
ing offiliates in developing countries.)
The increnses in receivables primarily
rafleet highar crude-oil prices.
The intrease in outflows to developing

SURVEY OF CURRENT BUSINESS

the decline in developed eountries;
outflows to Cannda and “other™ devel-
oped eountries increased. The shift to
inflows from Europe resulted partly
from unusuelly large loans to TLS.
parents by LK. ond Germsn automo-
tive nffiliates in tha fourth guarter.
The loans reflect the parenis’ relinnce
n the earnings ond borrowing power
of foreign nifiliates to finonce domestic
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result of n shift to outflows to Coanoda,
mainly in finanee and insurance ond in
mining mnd zmelting. The decline in
outflows to developing conntries was
mors thon sccounted for by a shift
to inflows from a2 Bermudan finance
wifiliate of » U.8S. petrolenwn company.

By stedue of affiliate—Table 5 shows
equity and intercompany nccount out-
flows to new affilinies, to affilintes liqui-

% eountries wns centered in the Middle (U1.5.) operations cond retooling ex- dated or sold, and to all other nifilintes.
+ East. There were large outflows in the penses. The increase in outfiows to  For offilintes whose stnfus changed,
© gecond and third querters, when developing couniries wos entirely to  both the flows gssovinted with the
¥ pffilintes—complying with host-govern- Lotin America; outflows to “other” change in status——such us outflows
{ ment requests—shortened credit terms developing countries declined slightly. that financed an acquisition or inflows
" extended to purchasers of crude oil Ouiflows to affilintes in “other” in- thot reflect the procesds of n liguidn-
T Outlle . . dustries declined $0.9 billion, to §$1.9 tion or sale—nnd nll other Aows nre
: ws o menufeciuring effilintes .. .
i declined $0.4 billion. to $1.2 billion: a billian. Qutilews to developed countries shown.
: & billi ) decli e il ’ increased $0.3 billion, while those to Outflows to new offifiates and inRows
# 30. lon  deciné I oibiows to developing countries declined $0.3 bil= {rom affiliates that wera liquidated or
i developad conntries was portly offset )ion, There was o $0.4 billien shift to sold were ench $1.3 billion, (In 1978,
i by 2 $0.2 billaon tneresse I outflows to  inflows from “internationsl ond unal- when severn! large Buropesn nnd Cing=
'!' developing countries. A shift to inflows  located.” 'the incresse in outflows to dien affiliates wers sold, inflows from
y Irom Europe more than nccounted for developed countries was largely the affilintes that were liguidated or sold
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were $2.5 billion, and outflows to new
offiliates vwers $1.2 billion.)

Of tots) outflows to new affiliates,
ontflows to affilintes that were estab-
lishad in 1979 were $0.5 billion, while
outfiows to existing companies that
were acquired in 1979 were $0.8 hiilion.
Cutflows to newly established affiliates
wera lerpest in “other”  indusiries,
while those to newly acquired nifiliates
were largest in petrolanm. Ineluded in
the latter were outflows to settle foreign
claims against a newly acquired Carib-
bean rafinery that had heen in roesiver-
ship; the acquisition was contingent
upon the sstilement of the cloims.

Inflows from sffiliates that wera sold
were $1 billjon, while infiows from
affiliates that were liquidated wers
50.2 billion. Of the $1 billion from
affiliates that were sold, $0.6 hillion
were Trom affliatas in “other” indus-
iries, including the proceeds from &
7.8, steel cornpany’s sale of its minority
interest in an Austrialisan iron-are-
mining affifinte t¢ a Jocal owner.

SURVEY OF CURRENT BUSINESS

Reinvested sarnings

Reinvested eamings—the difference
botwesn 1.5, parents’ shares m the
anrnings and gross dividends of in-
corporated affilintes—inereased (1 per-
cent, to $18.4 bilion (table 8). The
incyense reflects n 47-percent increfiso
in parnings, nod a 27-percent intrenss
in gress dividends, The reinvestment
retic—the froction of esrnimgs rein-
vestell—rose from 0,69 to (.64, The
Intter figure is o record high for the
yenrs from 1930 forward.?

Several fuctors contributed fo che
ralntivaly high ratio. First, continued
wopldwide inflation encovrages] affilintes
to reinvest in order to help finance tha
replacement of plaot, aguipment, and
inventoriss at costs higher thon were
covered by ellowances provided under
histerical cost sccounting, Second, new
tux legislation in the United Kinpdom

2 Compsriiang bare ol beet mamds for pears prior Lo
1060 wranse oonaletani mvised date serler Ao MoE ROy
avallalvl for théde yubrk,

August 1880

resulted in substantial one-time reip.
vestment by offiliates in that country.
Third, specint developments in petro.
leum markets encouraged higher thon
uzuel rates of reinvestment by pstro-
leum affiliates;in 1979, the reinvastment
rotio in petroleum was the highest
among the major industries, in contrast
to most recent yenrs, whem it was the
lowvest. Fhe second and third inctors
e discussed in more detnil below.

Reinvestedd enrnngs incressed &9

percent in developed countries ond 25
percent In developing countries. The
increase in developed couniriea was
partly ntiributabla to the above-
mantioned, one-time reinvestment of
anrnings of TLIE. nffilintes that resulted
from new legisintion concerning the
tuxntion of inventory profits. These
profits had been nllowed a5 oo income-
tax deduction. However, becanze they
could be “recaptured’’ by the UK.
tox nutbority if the wnit valve of in-
ventories subsequently declined, the
toxes suvad had to be deducted from

Tahble 5.—Equity and Intercompany Aeconnt OutBows, by Stasus of Afflinie, 19TE-T9
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revanted in computing net imeoms for
the current year, and had to be carried
on company balance sheets as deferred
tax linbilities. The new legislation
limits recapture to the G-yenr period
following the creation of o given
deferred tax linbility; if, nfter the 6
yenrs, recapture has not ocewrred, the
linbility can be eliminated nnd the tax
saviogs included in net income?® In
the third quarter of 1979, when the
new logislation became effective, tax
envings for approximately two full years
become ineligible for recapture and
were included in net income. Berouse
the legislation had been widely anti-
cipated, and the possibility of racapture
hed besn viewed as remote, companies
hed tended to vsa the funds provided
by the deferred tax liabilities for

3 The: aimdmets o 1 b bristad &3 ¢ Avignk incme, Tither
shan ha mdpustmoods Lo pat iogass. Tinder certaln clevm-
sianres, TF.A. geoomally secepied secmuntiey prineipbe per-
bk thi b mviiia Lo b ieladad in not froome befors the
)] ) yooes hiys pageed. Far thig and other delalls cclrbing
1o the new legiglitlon, 4m Fioenoksl Acemmdng Staodards
Boird, Stapemenl o Finemeltl Acemenifng Stendarde No, 81
Apcpunideg for Tox Brinfiny Rabsgd iv UL, Thy Dopishiion
Coacrning Soek Relirf (Hinmbard, Couo. M8},
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pormal business purposes, rather than
merely holding them in liquid form as n
contingency ngsinst recnpiure, Ae-
cordingly, the amounts included in
income tended to be reinvested, rather
than pai<d out as dividends.

Reinvesied eamings of patrodews
affilictes more than tripled, to %5 billion,
They nearly quadrupled in devalaped
countries and mora then doobled in
devaloping countries. The increase in
developed countries was concentrated
in Europe, while that in developing
cowntries wes concentrated in Latin
Americn. In both avens, refining affilistes
largely oecounted for the increnses,
which reflect both increased earnihgs
ond reinvestment rativa, Betnuse of
growing uncertainty over the future
price and availbility of erude oil,
refining affilintes sccumulated inven-
tories during much of the year: their
increased reinvestment of enrnings prob-
ubly helped finance this netivity.

The reinvestment retio of petroleum
offitintes us & whole rose from 0.48 Lo
0.70. The rise partly reflacted o shift
in the distribution of earnings from
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crude-oil-producing sffilintes in “other™
daveloping countries, which historically
have tendad to have relatively low
reinvestment tatios, to Burepean and
Latin American refining affilintes, which
have tended to hnve highsr ratios and
which, as noted above, increased their
reinvestment of enrnings to finance the
accurnulntion of inventories,

Reainvesterl earnings of manufecturing
nffilintes increased 32 percent, to $8.1
billion. The in¢rease wis nlmost entiraly
attributeble to an inerense in sarnings:
thereinvestment ratio increased slichtly.
Reinvested enrnings incrensed 42 per-
cent 0 daveloped couniries; VK.
affilintes wccounted for over two-thirds
of the increase. In developing countries,
reinvested enrnings declined 3 percent;
Brezilian affilietes more than acceunted
for the declina.

Reinvested oamnings inorepsed in
every menulboturng industry except
machinery, whers dividends increased
mora than earnines, The larsest in-
crenges in rainvested earnings were in
chemicals sl “other manufacturing.’”
Raletively small increases accurred in

Table 6.~=Reinvesttd Earning: snd Reinvestivient Batos of Incorporated ABHaves, 197879
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the food produsts and transportation
equipment industries. In the latter, the
jncrense wos modernted by larger
dividende, prebably in response to the
previously mentioned needs of TS,
parents for funda,

Reinvesied earnings of affilintes in
“other" industiries incrensed 34 percent,
to $5.3 billion. As in manufacturing, the
i.llﬂl‘ﬂﬂs? primarily reflected] an increase
in earmings.

BReinvested enrnings incressed 31
percent: in daveloped countries and 26
percent in developing countries. Tha
increase in developed countries was
mere than sceounted for hy trade
affilistes; about onediall of that incrense
was sccounted for by Swiss ofbilintes.
The increase in developing countries
was attributable to finance affiliates in
Latin America and to trade afiliates in
the Far Enst.

Income

Income, tha return on the U8, doect
investment position ebroad, inersasad
50 percent, to $37.8 billion (table 7}.
[neeme consists of earnings—i.e., 1.5
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(table 8). Alternatively, it is the sum
of {1} interest, dividends, and earnings
of unincorporsted affilistes (table 93,
and {2} reinvested enrnings of incorpo-
rated affiliates.

Developments in petroleum markeis,
discussed below, were the most ime
portani factors condributing to the
inerease in incoeme. (Patroleum affiliates
nccounted for almost 60 perceat of the
increass.) Alse contribuiing to the
increase ware continmed growth in the
ilirect investment position, geaerally
high rates of inflation abrond, and
continued economic expansion abroad.
In addition, develepments n forsign
exchenge markets probably sdded to
direct investment wcome on & net basis.
Depraciation of the U.S. dollar against
several major Buropesn currensies prob-
ably tended to beost reported income
from sffilinte operntions, while spprecia-
tion of the dollar against the fopaneas
you probably tended to depress it
Beosuse & much larger share of income
originates in Europe thap in Japoan, the
nat effect on income was probably
positive even though the dollar’s np-
preciation against the yen was larger
than jts depreciation against most of
the European currencies.

Income increszecd 53 percent in de-
velopad countries and 42 percent in -

developing countries. It more than
tvipled, from a small base, in “inter-
natiensl and unallocated.” The pre-
vipusly mentioned TLE. tax lopislation
contributed to the increese in developed
sountries.

Income from pefrolewm affiliates in-
creased 132 percent, to $13.2 billien.
It increased 173 percent n developed
countries ond 92 percent in developmg
countries. In “interuational and un-
allocated,” income shifted from nagntive
ta pasilive,

Within the developed countries, the
increase was centered in Europe, where
income more thun guadrupled. There
ware two msajor contributing factors.
First, prices of refined petroleum prod-
ucts rose [aster than crude-oil confract
prices in 1978, because of higher non-
sumption and bidding for products to
be added te inventories. Consequently,
hoth operating retes and profit margins

of refining affllintes rose. Affilictes that -*

hod accese te relutively low-priced
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Saudi Arebian crude oil generally had
the largest incraases in income. Second,
incoma from U.E. atliotes operating
in the North Sea rose rapidly, as crude=
oil prices more thon doubled and pro-
duction incressed obout 44 percent.

Incoms {from petzclenm aiflintes in
Canada incressed 68 percent. While
some of the increase reflects the effect
of rising petroleum prices, more then
one-hell of it represents capital gains
on oil- and gas-preducing preperiies
goll by two unincorporated affilietes in
1970, Most other recent disinvestments
in Canadian petroleum effiliates have
been in the form of owtright sales of
incorporated affiliates by U5, parents;
capital gains en these sales accrued
directly to the parents and were
recorded in the direct investment ac-
counts a5 equity end Intercompany
account inflows., In 1979, in contrast,
upnincorporated affilistes sold their own
Assets; painy on these seles accrued
first to the affilintes themselves and
than to their TI.5. parents m the form
of income from the affiliates, Sales of
bath iypes reflect heightensd Canadian
interest in increasing domestic owner-
ghip of the petrolenm indusiry, and
associated tox ond regulatory policiss
that have encoursged & opumber of 11.5,
pereata t0 disinvest,

In developing couniries, strong in-
crenses in income wers recorded in both
Latin Americe and “other’ developing
countries. Refining affiliates in "other
Westarn Hemisphers” saccounted for
most of the incrapse in Letin America.
Income from thess affiliates, like that
from European refining affiliates, was
boosted by the sharper rise in prices of
refined preducts thar in prices of crude
oil. In *pther' developing tovuntries,
inerenzes primarily reflect higher crude-
oil prices: The prises that hest govern-
ments required erude-cil-producing afil-
intes to apply to sales rouphly doublad;
also, Tor affiliates that did net produce
erwdle oil, but purchased it from host-
government ¢nterprises, the differential
belween the cost of crude oil and its
resale value widened. T'e a lesser extent,
increases in income reflect increnses im
the physical volume of ernde-oit pro-
duction and sales.

Inecrenees in income from “other”
developing countries, although large,
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were modernted by w shift from positive
to pegalive meome from Iropist offl-
intes. As =» result of the Irentan
revolution and ensuing difficulties vis-
a~vis the United States, the status of
these affiliates hecams uneertain durtng
1979, and only very limited information

SURVEY OF CURRENT BUSINESS

regnrding them was available to theiv
T.5. parents. Consequently, in many
instances, the parents were unable to
fila reports with BEA. In these in-
stonces, meome from the affilintes wes
regarded ns zere, to reflect the prob-
nbility that the parants will not be able

Anguat 10656
to exerciee clalms om any incoma
genernted by the offilintes during the
yesr.

Incoms from Monwiacturing affil.
intes iporessed 29 percent, to $134
billion. It incrensed 33 percent in
developed countries nod 13 percent in ™
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developing countries. The ncrease in
developed countries was entirely in
Cpnedn arul HEurope. Income from
iigther” developed countries declined.
The decline was attributable to Jap-
apese offilintes, amd reflecis both o

SURVEY OF CURKENT BUSINESS

from computer manufactaring affilintes
and the depreciition of the yen ogninst
the U.5. dollar.

For all developed countries com-
bined, the lergest increnses in income
were in chemicals and “other maou-
fecturing,” which tozather nccounted

27

for over 60 percemt of the Lotal in-
orenze. The increase in chomiscals re-
flacts strong dempnd, improved rates
of copacity utilization, and higher
profit marging.

The smallest incrense n developsd
countries wes in machinery, where

particularly sharp dedine in income
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price cuts depressed income from com-
puter manufncturing  offilintes. The
cuts were made to discowrnge cus-
tomers from postponing purchases in
anticipetion of lower prices and the
the introduction of more sophisticated
equipment.

SURVEY OF CURRENT BUSINESS

Amorg developing countries, incemme
increased 5 percent in Latin Americn
onsl 49 percent i “other” developiug
countries, Tha incranse in Latin America
wos moderated by o large (63 parcent)
decline in Bruzil. Income from Latin
Amaricen countries other thoan Brazil

Augnst 1980

incrensed wt sbout the some rate as
incoma  Irom  Yother”  developing
countries.

The decline in Brazil was sprond over
severnl industries; it refleols genersily
unfavorable economic condifions, =
Javge devaluntion of the cruzers, and

Tokle 14, —Equity and Intercompony Actsunt Gutflows, 1978
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an increase in coTporate income-tax
rates. Income declined throughout the
year and was actually negative in the
fourth querter, when the develuation
aceurred, The devaluation was one of
seversl new policy meeswrea designed
to slow inflation, improve the trade

SURVEY OF CUERENT BUSINESS

balance, snd reduce the need lor addi-
tional forsign borrowing.

Increases in income from Latim
Americon countries other thon Brazil
wern concentrated in Argenting and
Mexico, A shift from negative to posi-
tive income in Argentina was centared

28

in tremsportation equipment, partly
reflecking the liquidation, toward the
emdl of 1978, of an nffiliate that had been
experiencing losses. In Mexico, the in-
crease was more widespread, and reflects
confinusd Strong ecopomic growth,
spurred by development of petrolenum
resourves.
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In"other!! indugiries, income ereased
23 percent, to $10.9 billiop. I incressad
27 paresnit in developed countries, 15
percant in developing esuntries, and 80
peresnt in “mtesrnationnl and unallo-
cated.” The incresss in ffinternational
and unailocated™ was largely atiribut-
able to internntiona! shipping affilintes.

SURVEY OF CURRENT BUSINESS

In both developed and developing
countries, a large part of the incrense
tesulted from increases in metal and
mineysl prices, which bovsted incomes
from mining affilletes—primarily in
Cannga, Australia, and Pero—ond from
matal-trading affilintes in Switzerland.

Agwst 1080

Incoms from Swiss affiliates was
porticularly strong toward yearend,
when priees of precious metals ross
sharply. Fart of the inerasse in “other”
industries wos atiributable to Evropean
trading nffilintes of TI.5. menofeeciurars.

The rate of return on the &+ rect invast-

Table 16.—Rehnvested Exrnings of Incorpom bed Affilintes, 1978
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1 ment position is defined as the retic
] ot income to the average of the begin-
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profitakility of prospective new invest-
ments.
The rate of return inereseed from
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percent rate is the highest recorded in
any of the years 195079, and primarily
reflects the previously discussed de-

ing~ snd end-of-year positions. It ia pr _
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lenm doubled in 1879, t0 35 percent.
The rate of return in hoth manufactur-
ing snsl “other” industries increased to
17 percent, compnred with rates of 15
end 16 percent, respectively, in 1978.

The extremely high rate of return
m petroleum in “other” developing
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countries—307 percent—oceurrad be-
couse a few large unincorporated affi-
Lisies either held subsiential accounts
receivable ngeinst theiy U.S. perents or
hed transfered accounts receivoble
held against third parties fo their
parents for collection. In both coses, the

Augost 1989
I

parents’ divect investment position ig
tha cffilintes was radveed, bui ineomny
wns essentially unoffected. For iy
corpernied petrolewin affilintes in thi.!
area, the rote of return was abouwt Y
percent,”
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Fees and Royalties

Feas wnd royalties increased 6 par-
cent, to 36 hillion (table 10}. Royalties,
licemze Tees, and other lees for tha spla
or use of intangible property—sauch us
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patents, industrial processes, trade-
marks, and copyrights—inereased 12
percent, to $3 billion, Service charges
gnd charges for the rental of tangible
property increasad 4 percent, to $1.7
billion. Film and telavision tepe remials
declined 24- percent, to $0.4 hillion.
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ﬁ]iaﬂa ood royalties frem petrolenm Feez und royalties from manufactur- foes from Europran apd Conadien
affilistes lnereased 19 percent, to $0.5 : : sed 11 1. to fliates.

billion., The incresse was entirely in b afl.ih+u,tas nared .pamen ’ Fees ond royelties i'mm affiliates in
gorvice ﬁhmgﬂﬁ and mmls; I'D}TElltulﬂE $3.1 billion. About two-thirds of the Yothar industries decliped 0 percent,
nnd license fees declined slightly. increase was in royalties and license to §1.4 billion; ap incresse in royaltiss
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and license fees wns more then offzet by
Jaclines in service charges and reninls
and in film ond television bape rentals,
All of these chenges were centered in
Kurope. The decline in film rentals was
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concentrated in the Natherlands, which,
for tax rensoms, tends to be nsed ms n
worldwide distribution center for films.
Most rentals remitted by Netherlands
film-listribution affiliates ta their U.S,
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porenis hove, in turn, bean collactad by
these affilintes from third countries;
thus, from the standpoint of vltimete
sources, the decline in flm rentals prob-
obly wes more broadly based,
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